Abstract: Past studies of the informal economy in the US focused on small geographic areas and select populations. This paper uses a nationally representative panel survey of urban parents, the largest and most diverse data yet, to describe the nature of informal work in the United States. Informal work is pervasive and widespread across demographic characteristics. Approximately 51 percent of urban fathers and 28 percent of urban mothers of young children pursue informal work over a five-year period. Individuals transition in and out of short, intense bouts of informal work. Conditional on participating, men work in the informal sector an average of 22 hours in a usual week (20 for women) and an average of 18 weeks during the year (18 for women).
Introduction
Although the estimated magnitude of the informal economy in the United States was between 7 and 10 percent of official gross national product during the late 1990s and 2000s (Dell'Ano and Solomon 2008; Schneider and Enste 2000; and Schneider 2005) , we know relatively little about informal labor supply. Past studies of the informal economy in the US have focused on small geographic areas and select populations. This paper uses the largest and most diverse data yet, a nationally representative panel survey of urban parents, to describe the nature of informal work in cities in the United States. It finds that informal work is pervasive and widespread across demographic characteristics.
Descriptive information about informal work in the United States can improve the design of tax systems and social services by helping policymakers understand how government policies affect family wellbeing. The extent to which individuals substitute informal work for regular work, and the sensitivity of their informal work to changes in taxes and other government policies, influences policy effectiveness. It is often impossible for program designers and evaluators to address this directly because we generally do not have good data on both policies and informal work. But learning more about the nature of informal labor supply can help policymakers think about whether their programs are likely to alter informal work patterns and estimate the importance of those effects.
Existing studies of informal work in the US and Canada have focused on particular geographic regions and select populations.
2 A common weakness of these studies is that by looking only at a particular group, the studies presuppose which groups are most likely to have high informal labor force participation (Joassert 2010). We need nationally representative data to truly understand the nature of the informal workforce in the United States.
This paper updates and significantly broadens our knowledge about informal economy participation among urban households in the United States. It uses data from the The Fragile
Families and Child Wellbeing Study, which was conducted in 20 US cities between 1997-2005, to describe participation in off-the-books work, work in individuals' own business, illegal activities, and other activities done for money. It describes transitions in and out of informal 2 Lein (1997a, 1997b) focus on welfare and working poor mothers in four US cities. Marcelli, Pastor, and Joassert (1999) and Marcelli (2004 Marcelli ( , 2010 examine Mexicans in California. Jensen, Cornwell, and Findeis (1995) and Slack and Jensen (2010) examine rural Pennsylvania, and Larrivee and Shaffer (2007) study rural Wisconsin. Lemieux, Frechette, and Fortin (1994) and Fortin et al (1996) look at a more diverse workforce in Quebec City.
work over time and characterizes the relationship between regular-sector employment and informal work.
The paper expands significantly on past studies not only due to its greater geographic scope but also because most prior studies are cross-sectional and are based on interviews or surveys conducted in the 1990s or earlier.
The longitudinal nature of the Fragile Families data reveals the prevalence of informal work. Annual rates of participation in informal work are high: between 19 and 32 percent of fathers and 12 to 16 percent of mothers report some form of informal work in each year, and over the course of five years, 51 percent of urban fathers and 28 percent of urban mothers report working informally. These estimates are much higher than revealed by previous cross-sectional studies.
Informal economy participation spells appear short but intense. Conditional on working in the informal sector, individuals work informally between 15 and 22 weeks annually on average. Averages for usual informal hours worked per week are near 20 hours per week in most waves. Consistent with the short spells, urban parents transitions into and out of the informal sector frequently. Participation in informal work is widespread across many demographic categories and crosses racial and education lines. OLS regressions relating demographic characteristics to informal work reveal few patterns. The one demographic characteristic that is strongly related to informal work is regular-sector occupation.
Data
The Fragile Families survey is unique in that it is a large-scale, longitudinal study that asks detailed questions about informal economy participation. This survey, which was designed to study family situations following welfare reform, also includes information on regular work as well as work off the books, in respondents' own businesses, in illegal activities ("drugs, prostitution, and other hustles"), and in other activities at four time periods.
The Fragile Families data is constructed as follows: a total of 4898 hospital births occurring between 1998 and 2000 in twenty U.S. cities with populations of over 200,000 were sampled and separate mother and father interviews were obtained at birth and at the child's first, third, and fifth birthdays. Baseline interviews took place in different years in different cities and and the resulting employment data spans years 1997 to 2005. Non-marital births were oversampled relative to marital births: approximately 75 percent of births in the sample were non-marital. Reichman et al. (2001) provide detailed information about the sampling scheme.
When sample weights are used, the sample is representative of births in large US cities.
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The sample differs from the U.S. population at large in important ways. Because the sample is based on births, all survey respondents are parents. Consequently, the results of this study cannot be interpreted as indicative of the average response for the U.S. population as a whole. This is particularly true with regard to women, as mothers' work patterns in the five years following the birth of the child will differ greatly from their work experience during other life phases.
Despite these limitations, the unusually detailed panel data on informal economy participation provides an excellent opportunity to examine urban workers' participation in the informal economy. Although parents' connections to the informal economy may be different The unweighted data provides background information about the sample on which the estimates below are based. However, the remaining tables present weighted estimates of participation in the informal economy to illustrate the estimated overall impact of this sector on the economy. Cross-sectional weights for the mother and father samples make the data representative of parents of births between 1998-2000 in US cities with populations above 200,000.
Informal Work Patterns Table 2 shows that most urban fathers work a regular job. Regular-sector participation ranges between 86 and 88 percent in all waves and 96 percent of urban fathers worked in the regular sector at some point during the survey period. Regular-sector labor force participation is lower for mothers and ranges from 51 percent in wave 2 to 58 percent in wave 4, and only 69 percent of urban mothers worked in the regular sector during the survey period. It is important to remember, however, that because all mothers had given birth at the time of the first wave, mothers in the sample have at least one child under age 5 living with them throughout the sample. Mothers' labor force participation does appear to increase as their children age. wave. These participation rates are similar to those estimated by O'Neill (1993) and somewhat higher than those found by Lemieux, Fortin, and Frechette (1994) . Edin and Lein (1997a) found much higher annual participation rates of 32-52 percent among the subpopulation of welfare mothers and 20-37 percent of low-income wage-reliant mothers in particular cities, but their study concentrates on low-income mothers rather than all urban mothers.
Informal participation rates are lowest in wave 4. This may be because the survey did not ask explicitly about off-the-books work in this wave even though it is the most-reported category of informal work for men in other waves. The last column of Table 2 shows cumulative
participation. An impressive 51 percent of urban fathers and 28 percent of urban mothers of young children work informally during the five-year survey.
Most men who work informally also work in the regular sector. Only 12-24 percent of men each wave who participate in informal activities work exclusively in that sector. Overall, fathers reported working in both sectors in 21.6 percent of father-year observations.
Participation rates for only the informal sector range from 2.3-5.5 percent across waves.
It appears that, for urban fathers of young children, informal work is almost always undertaken in conjunction with regular work. This is likely to explain why Rich, Garfinkel, and Gao (2007) do not find evidence that strong child support enforcement increases annual hours of work in the underground. Although fathers could evade child support obligations by working solely off the books, this is not consistent with these fathers' work habits.
The patterns for mothers of young children are quite different. Mothers' informal-sector participation ranges from 12-16 percent, and mothers are equally likely to work in both sectors or in only the informal sector. TANF-eligible mothers may use the informal sector to shield income from welfare agencies consistent with the findings of Lein (1997a, 1997b) . Women might also be less likely to work in jobs or occupations that allow substitution between informal and regular work or women could be unable to work as many hours as men due to childcare or home production demands. This is consistent with the findings of Windebank and Williams (2010) , who use data from the English Localities Survey and report that men's informal work is generally more similar to regular work, while women's is more like unpaid work and is often a formal way to trade favors among friends, neighbors, and family members.
Off-the-books activities are the most common type of work for urban fathers in each wave, with 29 percent working under the table at some point during the survey and 13-16 percent working under the table in each survey wave. Almost a quarter operate their own business during the survey period. Self-reported illegal activities are much less frequent, with only 3.4 percent of men engaging in them. A fifth of men do other informal activities to earn money over the survey period, with between 6 and 10 percent engaging in other informal activities in any wave.
Urban mothers are even less likely to report illegal activities, with less than 1 percent working in self-reported hustles over the survey period. Overall, women's informal activities are almost evenly divided between work off the books, in their own businesses, and other informal activities, but in any given wave women are most likely to work off the books or in their own business. This indicates that a smaller group of women experiment with their own business, while a broader group engage in other informal activities.
Differences in type of informal work should be interpreted with caution because individuals may change how they define their work from one wave to another. For example, if a respondent paints houses for a fee, he may report this as off-the-books work in one wave but as work in his own business in the next wave. Over 40 percent of men who report informal work in two adjacent waves report different types of informal work in different waves. The summary measure of informal work is advantageous because it is not sensitive to these changes in selfreporting. Respondents report working at least 10 hours per week on average for each type of informal work, conditional on participating in that form of work. Not surprisingly, work in one's own business is the most time-intensive form of informal work. Weeks and hours worked off the books are similar to those those for other informal ways to earn money. For many types of work, respondents report working between 15-20 hours per week. Informal work represents a serious time commitment on the part of many urban families. These stints of informal work appear comparatively short-lived, however. While fathers report working in the regular sector for between 47 to 49 weeks annually on average, they report working off the books for only 11-13 weeks annually and in their own business between 25-33 weeks annually. Mothers' stints in the informal sector are comparable and also shorter than their spells in the regular sector. Table 3 also reports average reported earnings for regular work and each type of informal work, conditional on participation. The summary statistics suggest that average hourly wages in most of the informal sector are lower than in the regular sector with the exception of working in one's own business. However, the tax advantages of working off the books would decrease or reverse the gap between the two sectors. Average informal hourly wages are almost always well above the minimum wage with the exception of other informal ways to earn money. These wages are similar to those found among informal day laborers in New York by Melendez and Valenzuela (2010) , who point out that the hourly rate is high but that the unstable nature of day laboring results in low monthly wages. Tables 2 and 3 show that participation rates in informal work are high, especially among men, but informal work spells are short relative to spells in the regular sector. This is consistent with the high cumulative participation rate in the informal economy over the five-year survey period, in which half of all fathers and over one fourth of mothers worked informally. The short spells and high cumulative participation suggest frequent transitions in and out of the informal sector, which are explored in Table 4 .
If we consider four categories of labor force participation (regular sector only, both regular and informal sectors, informal sector only, and neither) 62 percent of men's wave-towave transitions involve no change in category, as shown in Table 4 (sum of diagonal entries).
The most frequent change in categories for men is between working in the regular sector only in one wave and in both sectors in the other wave, accounting for 23 percent of wave-to-wave
observations. An additional 6 percent of transitions are between the informal sector and either the regular sector, neither, or both. The frequent transitions in and out of informal work make it challenging to identify characteristics related to these activities. If we examine only a single cross-section, we fail to capture the true population of underground workers. Consequently, we learn more about the characteristics of informal workers by regressing a dummy for ever participating in informal work during the survey period on a vector of demographic and occupational characteristics.
These results cannot be interpreted as causal, but they allow us to understand which groups participate most actively in informal work and to anticipate which government policies might interact most with informal work. Table 5 shows the results of simple pooled, unweighted OLS regressions of father and mother characteristics in the final wave on participation in different types of informal work.
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Mean marginal effects from probit regressions (available upon request) are very similar.
Fathers' demographic and socioeconomic variables are only weakly related to informal work participation. Only citizenship status, educational attainment, and incarceration history are consistently associated with informal work. Regular-sector occupational choice is more strongly related to informal work participation than demographic characteristics. Regressions that exclude occupational information have quite low R-squared values: only 0.04 for informal work overall and 0.02 for work in own business and work in other informal activities.
Citizens are significantly more likely to report informal work than noncitizens. Since it is unlikely that non-citizens are less likely to work informally, this implies that non-citizens were 6 The number of respondents who report participating in hustles is too small to permit meaningful estimation. more likely to lie to survey professionals and true rates of informal work are even higher than reported. Fathers with some post-high school education were more likely to work informally than those with a only high school diploma or GED, while those with a four-year degree were less likely to work off the books but more likely to engage in other informal ways to earn money.
Spending time in jail was strongly related to informal work, indicating either that jail time creates barriers to regular-sector employment or that men who work informally are also more likely to be arrested.
Fathers' regular-sector occupation is strongly related to informal work. Interestingly, fathers who ever worked in professional or technical occupations are 10 percent more likely to have worked informally. Experience in executive, administrative and managerial jobs is also positively related to informal work. These occupational relationships indicate that high rates of informal work occur among white-collar as well as blue-collar workers, consistent with Marcelli's (2010) finding that at least 10 percent of informal workers have a college education.
Still, work in precision production, craft, and repair is most strongly related with informal work, as these workers are 18 percent more likely to have worked informally. Sales workers and handlers, equipment cleaners, and laborers are also more likely to work informally, while military personnel are less likely to work off the books.
In contrast, there are almost no statistically significant relationships between mothers' occupations and informal work participation, with the exception of precision production, craft and repair workers being 9 percent more likely to work informally overall and machine operators being 5 percent more likely to engage in other informal activities.
Demographic characteristics are much more strongly related to informal work participation for women than occupational status. Older women are less likely to report informal work, and both blacks and Hispanics are less likely to report informal work than whites. As with men, those with some education beyond high school are more likely to work informally. Married women are more likely to work informally and in their own business. TANF recipients are more likely to report working off the books, but not more likely to report informal work overall.
Although demographic characteristics are strongly associated with informal work, they explain little of the variation in participation. The R-squared values for the mothers' regressions are quite low, never exceeding 0.33. Table 5 shows the results of unweighted regressions. When weights are used, there are almost no statistically significant relationships between demographic or occupational characteristics and informal work.
Discussion
The Focusing on programs for low-income individuals is misleading, however, because informal work does not appear concentrated among the poor. The results above indicate that informal work is common and widespread across all socioeconomic groups. In many ways, of course, the Fragile Families is homogenous because it is composed entirely of urban workers who have recently had a child. These demographic similarities may dominate other differences in terms of informal work tendencies. Still, the finding that informal work is widespread is consistent with past research, summarized by Williams (2010) , although the assumption that marginal groups are most likely to work informally persists.
What does this mean for policy? A key result for policymakers is the finding that informal work activities are generally temporary: only 3 percent of fathers and 2 percent of mothers work informally in all waves. Turnover among informal workers suggests that participation in informal work could be susceptible to policy influences and highly responsive to changes in programs. Whether this is true depends on why these spells occur and whether the decision margin is whether to work informally or formally or to work those additional hours at all.
If policymakers wish to encourage workers to report their informal activities and pay tax on them, they must simplify reporting with the temporary nature of these jobs in mind. Costly paperwork and filing procedures, whether expensive in terms of money or time, will not be worthwhile for many short-term workers.
7 Combined spending on the three programs exceeded the $50 billion in annual informal earnings.
The extent to which temporary informal work can support family wellbeing may be limited by the shortness of the spells. If informal work spells end because workers have earned enough to cushion themselves, then informal work can effectively supplement family welfare.
On the other hand, wellbeing may decline if the spells end because of failed businesses or exhaustion on the part of workers committing to both formal and informal work.
Conclusions
Data from the largest, most widely representative survey of informal work in the US reaffirms several results from prior studies focusing on subpopulations. Informal work is widespread across socioeconomic groups and is not limited to marginalized populations. It is common among both white-collar and blue-collar workers. Men's and women's informal work patterns differ greatly, and while men generally work in the regular and informal sectors simultaneously, women are equally likely to work in both sectors or only the informal sector.
The longitudinal aspect of the data reveals new information. The population of informal workers is even broader than previously documented, with half of all urban fathers of young children and more than a quarter of urban mothers working informally at some point during a five-year period. Workers transition in and out of short but intense informal work spells, with individuals working informally for 15-20 weeks out of a year and for about 20 hours per week, and workers transfer in and out of the informal sector over time.
Although the Fragile Families survey contributes the most comprehensive information to date on informal work in the US, many questions remain. The survey tells us nothing about the businesses that hire workers off the books, and little about work in own businesses or other activities to earn money. Past projects that examine this have focused on groups such as day laborers in New York (Melendez, Theodore, and Valenzuela 2010) , Mexican immigrants in California (Marcelli, Pastor, and Joassert 1999; Marcelli 2004 Marcelli , 2010 , and welfare mothers Lein 1997a, 1999b ), but we know very little about the nature of these activities among the broader population of informal workers. Further lines for inquiry include why informal work spells are both short and intense and what drives the transitions in and out of informal work. 
